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under paragraph (f)(2) of this section an
employee is not considered to be in the
service of the employer for any such
period. On the other hand, it is imma-
terial whether the employer is an em-
ployer described in paragraph (b)(1) (i)
or (ii) of this section at the time the
compensation is actually received by
the employee. Thus, if an employee re-
ceives compensation during his 1961
taxable year for services performed
during his 1960 taxable year, such com-
pensation can qualify as includible
compensation if his employer was an
employer described in paragraph (b)(1)
(i) or (ii) of this section during 1960,
even though such employer was not
such an employer during 1961. See,
also, paragraph (b) of this section
which provides that the exclusion al-
lowance is only applicable with respect
to contributions which are made by an
employer at a time when such em-
ployer is an employer described in
paragraph (b)(1) (i) or (ii) of this sec-
tion.

(f) Years of service—(1) In general. In
computing an employee’s exclusion al-
lowance for a taxable year, it is nec-
essary to determine such employee’s
number of years of service for the em-
ployer as of the close of such taxable
year. For this purpose, the number of
years of service of an employee for an
employer shall be determined in ac-
cordance with the rules set forth in
this paragraph. In addition, such rules
are applicable in determining, for pur-
poses of paragraph (e) of this section,
an employee’s most recent one-year pe-
riod of service.

(2) Exempt status requirement. For pur-
poses of determining an employee’s
number of years of service for an em-
ployer and his most recent one-year pe-
riod of service for such employer, an
employee shall not be considered to be
employed by the employer, or to be in
the service of the employer, during any
period that the employer is not an em-
ployer described in paragraph (b)(1) (i)
or (ii) of this section, or, in the case of
an employee of an employer described
in paragraph (b)(1)(ii) of this section,
during any period when the employee
is not performing services for an edu-
cational institution (as defined in sec-
tion 151(e)(4)). The rule in this subpara-
graph may be illustrated by the fol-
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lowing example: A was employed on a
full-time basis by the X scientific orga-
nization during the whole of 1959 and
1960 and during half of 1961. Both A and
the X Organization use the calendar
yvear as their taxable year. The X Orga-
nization was an organization described
in section 501(c)(3) and exempt from tax
under section 501(a) during the years
1959 and 1961, but not during the year
1960. For purposes of determining A’s
exclusion allowance for 1961, he is con-
sidered to have 1% years of service (his
service during 1959 and 1961) and his
most recent one-year period of service
ending not later than the close of 1961
consists of his service during 1961
(which is equal to %2 year of service)
and his service during the last half of
1959 (which is equal to another %2 year
of service).

(3) Service included. For purposes of
computing an employee’s exclusion al-
lowance for a taxable year, there may
be taken into account, in determining
his number of years of service, all serv-
ice performed by him as of the close of
such taxable year. Therefore, whenever
possible, service performed during each
of the employee’s taxable years should
be considered separately in arriving at
his total number of years of service.
For example, if an employee who re-
ports his income on a calendar year
basis is employed on a full-time basis
on July 1, 1959, and continues on a full-
time basis through December 31, 1960,
his number of years of service as of the
close of his 1960 taxable year should, if
possible, be computed as follows:

(a) Number of years of service performed during 1959

taxable YA ......ccovviiiiiciiieee e Y2
(b) Number of years of service performed during 1960

taxable Year ..o 1
(c) Total number of years of service as of close of

1960 taxable year ((2)+(D)) «.oovevereeerrereneeineeereeee 1Y2
However, in determining what con-

stitutes a full year of service, the em-
ployer’s annual work period, and not
the employee’s taxable year, is the
standard of measurement. For exam-
ple, in determining whether a professor
is employed full time, the number of
months in the school’s academic year
shall be the standard of measurement.

(4) Full-time employee for full year. (i)
Each full year during which an indi-
vidual was employed full time shall be
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considered as one year of service. In de-
termining whether an individual is em-
ployed full-time, the amount of work
which he is required to perform shall
be compared with the amount of work
which is normally required of individ-
uals holding the same position with the
same employer and who generally de-
rive the major portion of their personal
service income from such position.

(ii)(a) In measuring the amount of
work required of individuals holding a
particular position, any method that
reasonably and accurately reflects such
amount may be used. For example, the
number of hours of classroom instruc-
tion is only an indication of the
amount of work required, but it may be
used as a measure.

(b) In determining whether positions
with the same employer are the same,
all of the facts and circumstances con-
cerning the positions shall be consid-
ered, including the work performed,
the methods by which compensation is
computed, and the descriptions (or ti-
tles) of the positions. For example, an
assistant professor employed in the
English department of a university will
be considered a full-time employee if
the amount of work that he is required
to perform is the same as the amount
of work normally required of assistant
professors of English at that university
who derive the main portion of their
personal service income from such po-
sition.

(c) In case an individual’s position is
not the same as another with his em-
ployer, the rules of this paragraph
shall be applied by considering the
same position with similar employers
or similar positions with the same em-
ployer.

(iii) A full year of service for a par-
ticular position means the usual an-
nual work period of individuals em-
ployed full-time in that general type of
employment at the place of employ-
ment. For example, if a doctor em-
ployed by a hospital works throughout
the 12 months of a year except for a
one-month vacation, such doctor will
be considered as being employed for a
full year, if the other doctors at that
hospital work 11 months of the year
with a one-month vacation. Similarly,
if the usual annual work period at a
university consists of the fall and
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spring semesters, an instructor at that
university who teaches those semesters
will be considered as working a full
year.

(5) Other employees. (i) An individual
shall be treated as having a fraction of
a year of service for each year during
which he was a full-time employee for
part of the year or for each year during
which he was a part-time employee for
the entire year or for a part of the
year.

(ii) In determining the fraction which
represents the fractional year of serv-
ice for an individual employed full
time for part of a year, the numerator
shall be the number of weeks (or
months) during which the individual
was a full-time employee in a position
during that year, and the denominator
shall be the number of weeks (or
months) which is considered under sub-
paragraph (4)(iii) of this paragraph as
the usual annual work period for that
position. For example, if an instructor
is employed full time by a university
for the 1959 spring semester (which
lasts from February 1959 through May
1959), and the academic year of the uni-
versity is 8 months long, beginning in
October 1958, and ending in May 1959,
then he is considered as having com-
pleted % of a year of service.

(iii) In determining the fraction
which represents the fractional year of
service of an individual who is em-
ployed part time for a full year, the nu-
merator shall be the amount of work
required to be performed by the indi-
vidual, and the denominator shall be
the amount of work normally required
of individuals who hold the same posi-
tion. The amount of work required to
be performed by the individual and the
amount of work normally required of
individuals holding the same position
shall be determined in accordance with
the principles of subparagraph (4) of
this paragraph. Thus, if a practicing
physician teaches one course at a local
medical school 3 hours per week for
two semesters and other faculty mem-
bers at that medical school teach 9
hours per week for two semesters, then
the practicing physician is considered
as having completed 3 of a year of
service.

(iv) In determining the fraction rep-
resenting the fractional year of service
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